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Participants  in  recent  UFR  training  sessions  have  raised  a  number  of  questions  that  we  will 
attempt  to  address,  regarding  audit  and  administrative  issues  in  the  UFR  preparation.  The 
following  questions  and  answers  have  been  prepared  from  questions  frequently  asked.  The 
purpose  is  to  provide  clarification  and  additional  practical  working  guidance  to  those 
participating  in  the  purchase  of  service  system.  We  will  be  forwarding  other  clarifications  in 
the  future  as  additional  issues  are  brought  to  our  attention. 

1.  Are  the  Division  of  Purchased  Services  (DPS)  nonreimbursable  cost  provisions  in 
regulation  808  CMR  1.15  applicable  to  programs  supported  by  funding  from 
special  education  unit  rate  payments  and  negotiated  unit  rate  contracts  and 
agreements? 

Yes:  Special  education  and  negotiated  unit  rates  that  are  utilized  for  the  purchase  of 
social  services  are  subject  to  the  nonreimbursable  cost  provisions  of  regulation  808 
CMR  1.15.  Special  education  and  negotiated  unit  rates,  unlike  traditional  fee-for- 
service  unit  rates  such  as  Medicaid  (class  rates),  are  reimbursements  for  attained 
performance  and  resource  usage  previously  identified  in  an  amendable  program  budget. 
The  fiscal  year  1994  UFR  Auditor's  Compliance  Supplement  provides  extensive 
guidance  concerning  the  establishment  of  reimbursement  and  contractual  and  regulatory 
requirements  begirining  on  page  12  in  the  Suggested  Areas  of  Compliance  Testing 
section. 


2.  Why  does  DPS  communicate  directly  with  provider  organizations  concerning  some 
UFR  reporting  deficiencies? 

The  UFR  Audit  and  Preparation  Manual  (KEY  CONCEPTS)  and  DPS  training 
programs  have  always  stressed  the  respective  responsibilities  of  the  independent  auditor 
and  management  concerning  the  UFR  financial  statements  and  supplemental 
information.  This  guidance  is  consistent  with  generally  accepted  auditing  standards 
(GAAS)  and  generally  accepted  government  auditing  standards  (GAGAS).  These 
auditing  standards  provide  that  preparation  of  the  financial  statements  and  supplemental 
information  is  management's  responsibility,  and  the  auditor's  responsibility  is  to  audit 
and  express  an  opinion  on  certain  of  the  financial  statements  that  are  considered 
necessary  for  presentation  of  financial  position  and  the  results  of  operations  and  changes 
in  fund  balances  in  conformity  with  generally  accepted  accounting  principles  (GAAP). 
Accordingly,  issues  concerning  the  reporting  of  deficiencies  related  to  GAAP,  GAAS 
and  GAGAS  potentially  affecting  the  opinions  and  assurances  made  by  the  auditor  in 
auditor's  reports  are  referred  to  the  independent  auditor.  Other  reporting  issues  such  as 
failure  to  secure  appropriate  audit  services  and  to  prepare  or  adequately  prepare 
supplemental  letters  and  schedules  are  referred  to  the  provider. 
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3.  Do  independent  auditors  from  the  Office  of  the  State  Auditor  employ  different 
standards  of  materiality  and  significance  when  conducting  and  reporting  on 
GAGAS  audits  than  do  independent  auditors  employed  by  public  accounting  firms? 

No:  All  independent  auditors  conducting  and  reporting  on  GAGAS  audits  must  exercise 
due  professional  care  (sound  judgment)  and  consider  materiality  and/or  significance  as 
required  in  the  third  general  standard  of  the  1988  revision  of  GAGAS.  This  care  and 
consideration  must  be  applied  when  planning  the  audit  and  in  selecting  the  methodology 
and  designing  audit  tests  and  procedures,  as  well  as  in  deciding  whether  a  matter 
requires  disclosure  in  an  audit  report  (similar  provisions  are  contained  in  the  third 
general  standard  and  field  work  standards  of  the  1994  revision  of  GAGAS,  which  must 
be  used  for  UFR  audits  of  periods  ending  on  or  after  January  1 ,  1995).  The  standard 
indicates  that  professional  judgment  must  be  used  in  decisions  concerning  quantitative 
and  qualitative  criteria  for  determining  materiality  and  significance.  The  materiality 
level  and/or  threshold  of  acceptable  risk  may  be  lower  in  GAGAS  audits  than  similar- 
type  audits  in  the  private  sector.  The  professional  judgment  used  in  vulnerability  and 
risk  assessments  employed  by  governmental  independent  auditors  has  traditionally 
placed  great  emphasis  on  qualitative  criteria  resulting  in  lower  materiality  thresholds  for 
selecting  methodology  and  designing  audit  tests  and  procedures  and  deciding  whether  a 
matter  requires  disclosure.  These  lower  materiality  thresholds  are  different  from  what 
public  accountants  are  accustomed  to  (see  question  4  for  related  issue).  The  fiscal  year 
1994  UFR  Auditor's  Compliance  Supplement  provides  further  information  on  pages 
four  through  ten  concerning  materiality/ significance  and  sensitivity  and  risk  and 
vulnerability  assessments  in  GAGAS  audits. 

4.  Are  there  different  reporting  requirements  for  internal  control  and  noncompliance 
deficiencies  when  performance  audit  standards  of  GAGAS  are  used  by 
governmental  agencies  like  the  Office  of  the  State  Auditor  rather  than  the  financial 
audit  standards  of  GAGAS  that  are  used  to  audit  the  UFR? 

Recent  audits  of  providers  by  the  Office  of  the  State  Auditor  have  assessed  the 
provider's  performance  regarding  economy  and  efficiency  of  operations  and  attainment 
of  program  outcomes.  The  1988  revision  of  GAGAS  (yellow  book)  lists  nine  examples 
of  the  types  of  issues  related  to  performance  audits  that  the  Office  of  the  State  Auditor 
has  considered  when  conducting  performance  audits  of  providers  as  follows:  Is  the 
entity  following  sound  procurement  practices?  is  the  entity  acquiring  appropriate  type, 
quality,  and  amount  of  resources  when  needed  at  the  lowest  cost?  is  the  entity 
complying  with  requirements  of  laws  and  regulations  that  could  significantly  affect  the 
acquisition,  protection  and  use  of  the  entity's  resources?  is  the  entity  avoiding 
duplication  of  effort  by  employees  and  work  that  serves  little  or  no  purpose?  is  the 
entity  avoiding  idleness  and  overstaffing?  is  the  entity  using  the  minimum  amount  of 
resources  (staff,  equipment,  and  facilities)  in  producing  or  delivering  the  appropriate 
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quantity  and  quality  of  goods  or  services  in  a  timely  manner?  is  the  entity  complying 
with  requirements  of  laws  and  regulations  that  could  significantly  affect  acquisition, 
protection,  and  use  of  the  entity's  resources?  and  has  the  entity  an  adequate  system  for 
measuring  and  reporting  performance  on  economy  and  efficiency? 

INTERNAL  CONTROLS: 

The  performance  audit  standards  of  GAGAS  require  the  Office  of  the  State  Auditor  to 
identify  any  significant  weaknesses  (generally  the  importance  in  relation  to  a  problem 
the  auditor  identifies)  in  the  internal  controls  found  during  the  audit.  The  field  work  and 
reporting  performance  audit  standards  of  GAGAS  require  the  Office  of  the  State  Auditor 
to  review  and  report  on  any  significant  weaknesses  in  the  internal  controls  for 
accounting  and  administrative  functions  established  to  ensure  economic  and  efficient 
performance.  The  financial  audit  standards  of  the  yellow  book  (used  for  most  of  the 
UFR  audit)  requires  that  reportable  conditions  in  the  entity's  internal  control  structure 
that  are  considered  material  weaknesses  or  that  represent  significant  deficiencies  in  the 
design  or  operation  of  the  internal  control  structure  must  be  reported.  The  yellow  book 
stresses  that  an  understanding  of  internal  controls  to  ensure  compliance  with  laws  and 
regulations  must  be  obtained.  The  fiscal  year  1994  UFR  Auditor's  Compliance 
Supplement  highlights  many  compliance  requirements  related  to  items  in  the  suggested 
area  of  the  compliance  testing  section  beginning  on  page  twelve.  Many  of  these 
compliance  requirements  are  the  same  issues  that  the  Office  of  the  State  Auditor  must 
review  and  report  on  when  assessing  internal  controls  in  conjunction  with  a  performance 
audit  of  a  provider's  economy  and  efficiency  and  performance. 

NONCOMPLIANCE: 

The  performance  audit  standards  of  GAGAS  require  the  Office  of  the  State  Auditor  to 
report  all  significant  instances  of  noncompliance  found  during  or  in  connection  with  the 
audit,  even  those  not  resulting  in  a  legal  liability.  In  addition,  the  Office  of  the  State 
Auditor  must  also  report  all  significant  instances  of  abuse  (furnishing  excessive  services 
to  beneficiaries  or  performing  what  may  be  considered  improper  practices,  none  of 
which  involves  noncompliance  with  laws  and  regulations)  as  part  of  the  performance 
audit.  Audit  findings  concerning  significant  issues  of  abuse  generally  note  that  the 
abusive  condition  is  not  prohibited  by  law  or  regulation  and  recommend  that  an  abusive 
condition  be  considered  for  inclusion  into  law  or  regulation.  The  Office  of  the  State 
Auditor  is  required  to  assess  compliance  with  laws  and  regulations  when  necessary  to 
satisfy  the  audit  objectives.  The  Office  of  the  State  Auditor,  in  accordance  with  the 
field  work  standards  for  performance  audits,  would  examine  compliance  with  laws  and 
regulations  that  could  significantly  affect  the  acquisition,  protection,  and  use  of  the 
provider's  resources,  and  the  quantity,  quality,  timeliness,  and  cost  of  the  services  it 
produces  and  delivers  when  conducting  a  performance  audit  of  a  provider's  economy 
and  efficiency  and  performance. 
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The  1988  revision  of  the  financial  audit  standards  of  the  yellow  book  that  is  used  for 
most  of  the  audit  of  the  UFR  requires  that  all  material  instances  of  noncompliance 
related  to  the  entity's  financial  statements  or  the  program,  award,  claim,  fund,  or  group 
of  accounts  being  audited  must  be  reported.  In  addition,  several  instances  of 
noncompliance  that  separately  may  not  be  material,  but  cumulatively  could  have  a 
material  effect  on  the  financial  statements  must  be  reported.  All  material  instances  of 
noncompliance  related  to  a  program  of  the  UFR  must  be  reported  because  the  statement 
of  functional  expenses  reports  activity  by  program  and  it  is  a  basic  financial  statement  of 
the  UFR.  Further,  the  field  work  standards  of  the  1988  revision  of  the  yellow  book  also 
indicate  that  the  auditor  must  assess  the  risk  of  noncompliance  with  laws  and  regulations 
occurring  and  having  a  direct  and  material  effect  on  the  financial  statements.  The  field 
work  standards  of  the  1994  revision  of  the  yellow  book,  which  must  be  used  for  UFR 
audits  of  periods  ending  on  or  after  January  1,  1995,  extend  these  provisions  to  include 
material  indirect  effect  on  the  financial  statements.  The  new  1994  revision  also  includes 
an  additional  standard  that  the  audit  is  designed  to  provide  reasonable  assurance  of 
detecting  material  misstatements  resulting  from  noncompliance  with  provisions  of 
contracts  or  grant  agreements  that  have  a  direct  and  material  effect  on  the  determination 
of  financial  statement  amounts.  The  fiscal  year  1994  UFR  Auditor's  Compliance 
Supplement  highlights  many  compliance  requirements,  in  the  Suggested  Area  of 
Compliance  Testing  section  beginning  on  page  twelve,  that  could  have  a  material  effect 
on  the  UFR  financial  statements  that  include  the  programs  reported  in  the  statement  of 
functional  expenses.  Many  of  these  compliance  requirements  are  the  same  issues  that 
the  Office  of  the  State  Auditor  reviews  and  reports  on  when  examining  compliance  with 
laws  and  regulations  that  could  significantly  affect  the  acquisition,  protection,  and  use  of 
the  provider's  resources,  and  the  quantity,  quality,  timeliness,  and  cost  of  the  services  it 
produces  and  delivers  as  part  of  a  audit  of  a  providers  economy  and  efficiency  and 
performance. 

5.  Should  any  of  the  performance  audit  standards  of  GAGAS  be  followed  when 
conducting  an  audit  of  the  UFR? 

Chapter  two  of  the  1988  and  1994  revision  of  the  yellow  book  indicates  that  auditors 
should  follow  the  standards  that  are  applicable  to  the  individual  objectives  of  the  audit. 
Audits  may  have  a  combination  of  financial  and  performance  audit  objectives  or  may 
have  objectives  limited  to  only  some  aspects  of  one  audit  type.  For  example,  auditors 
conduct  audits  of  government  contracts  and  grants  with  private  sector  organizations,  as 
well  as  government  and  nonprofit  organizations,  that  often  include  both  financial  and 
performance  objectives.  The  reporting  standards  for  financial  audits  of  GAGAS 
concerning  reporting  on  noncompliance  and  internal  controls  indicate  that  in  presenting 
the  findings,  the  auditor  must  follow  the  report  content  and  presentation  standards  of  the 
performance  audit  standards  for  reporting,  as  appropriate.  The  applicable  sections  of 
these  standards  are  as  follows:  report  contents  standards  -  objectives,  scope,  and 
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methodology,  audit  findings  and  conclusions  and  cause  and  recommendation  (audit 
results),  and  views  of  responsible  officials;  report  presentation  standard  -  complete, 
accurate,  objective,  convincing,  clear  and  concise.  This  requirement  includes  all  of  the 
reporting  standards  for  performance  audits  except  for  the  requirements  concerning 
statement  on  auditing  standards,  internal  controls,  compliance  with  laws  and  regulations 
and  the  report  distribution  standards.  It  may  be  necessary  to  follow  certain  field  work 
standards  for  performance  audits  while  conducting  an  audit  of  the  UFR  in  that  many  of 
the  regulatory  and  contractual  requirements  relate  to  economy  and  efficiency  and 
performance  issues  that  may  have  a  direct  and  material  effect  on  the  determination  of 
financial  amounts  in  the  financial  statements.  Economy  and  efficiency  and  performance 
issues  are  generally  related  to  performance  audit  activity  and  the  standards  for 
performance  audits  rather  than  to  financial  statement  audits.  The  1994  UFR  Auditor's 
Compliance  Supplement  provides  guidance  and  criteria  concerning  many  of  these 
regulatory  and  contractual  requirements  that  could  have  a  direct  and  material  effect  on 
the  financial  statements.  The  audit  objectives  concerning  requirements  associated  with 
economy  and  efficiency  and  performance  may  require,  as  appropriate,  that  the  planning, 
legal  and  regulatory  requirements,  internal  control  and  evidence  field  work  standards  for 
performance  audits  be  followed. 

6.  What  would  the  end-of-the-year  entry  for  surplus  revenues  that  are  subject  to  the 
DPS  Not-for-Profit  Surplus  Revenue  Retention  Policy  be? 

The  provider  should  follow  the  customary  practice  of  transferring  the  surplus  funds  to 
the  unrestricted  fund  balance  at  the  end  of  the  year.  Surplus  funds  that  are  under  the 
5  %  threshold  must  be  segregated  from  the  funds  that  are  over  5  %  (and  which  are 
subject  to  recoupment)  in  the  fund  balance.  Segregating  the  funds  permits  the  provider 
to  report  the  accumulated  value  of  the  surplus  funds  under  the  threshold  as  the  surplus 
fund  pool  in  the  notes  to  the  financial  statements,  and  the  surplus  funds  over  the 
threshold  as  a  liability  to  the  Commonwealth  on  the  balance  sheet. 

7.  What  is  considered  adequate  evidence  for  the  questions  asked  about  the 
independent  auditor  on  the  UFR  Audit  Services  Checklist  &  Certification? 

A  positive  statement  in  a  letter  from  the  auditor  affirming  that  the  auditor  has  met  all  the 
training  requirements,  experience  and  qualifications  noted  in  the  checklist  is  considered 
adequate  evidence. 
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8.  Are  employees  of  provider  organizations  that  are  related  by  family  relationship  to 
members  of  the  provider's  board  of  directors  considered  related  parties? 

No:  Related  party  transactions  and  relationships,  as  governed  by  DPS  regulations,  are 
transactions  made  between  the  provider  and  directors,  stockholders  and  external 
individuals  and  entities.  Provider  employees  are  considered  internal  individuals  and  are 
not  subject  to  the  DPS  related  party  provisions;  though,  a  related  party  relationship 
would  exist  if  the  transaction  related  to  a  situation  where  the  employee  is  acting  as  a 
representative  of  an  external  entity  or  as  an  independent  contractor  or  consultant. 
However,  potential  conflict  of  interest  and  nepotism  situations  could  exist  when 
employees  that  set  policy  and  are  in  a  position  of  responsibility  are  related  to  board 
members.  Nepotism  is  not  in  keeping  with  the  principles  for  good  internal  controls. 

9.  Does  DPS  charge  a  fee  for  attending  UFR  training  sessions? 

No:  A  fee  has  never  been  charged  for  a  DPS  UFR  training  session.  However,  DPS  is 
considering,  in  conjunction  with  other  organizations,  conducting  future  training  sessions 
at  a  commercial  facility  and  providing  a  light  lunch.  This  of  course  would  require  DPS 
to  charge  a  fee  to  defray  costs  for  providing  these  additional  amenities. 

10.  What  procedures  should  be  followed  when  surplus  funds  are  accrued  in  a  cost 
reimbursement  contract? 

Cost  reimbursement  is  defined  as:  A  payment  arrangement  under  which  the  purchasing 
agency  reimburses  the  provider  for  budgeted  costs  actually  incurred  in  rendering  the 
services  specified  in  the  agreement,  up  to  a  stated  maximum  obligation.  State  finance 
law  does  not  permit  provider  organizations  to  retain  any  portion  of  surplus  funds 
generated  through  overbilling  in  cost  reimbursement  contracts.  This  provision  also 
prevents  purchasing  agencies  of  the  Commonwealth  from  estabhshing  any  method  of 
resolution  other  than  a  scheduled  repayment  plan  to  recover  surplus  funds  in  a  cost 
reimbursement  contract.  The  DPS  Audit  Resolution  Policy  indicates  that  when  expenses 
are  undocumented  in  cost  reimbursement  contracts,  other  evidence,  in  the  form  of 
alternate  documentation,  cannot  be  considered  and  recovery  of  funds  is  appropriate  as  a 
basis  of  resolution.  To  avoid  overbilling  in  cost  reimbursement  contracts,  providers 
should  reconcile  any  payments  made  for  budgeted  expenses  with  the  actual  expenses 
incurred  before  submitting  the  final  payment  voucher  for  the  year.  The  last  month's 
billing  can  then  be  adjusted  accordingly  and  no  surplus  funds  will  remain  that  would  be 
subject  to  an  audit  finding.  The  independent  auditor  should,  as  part  of  the  tests  on 
compliance  with  laws  and  regulations  and  internal  control,  write  an  audit  rinding  in  the 
report  on  compliance  when  overbilling  is  detected  and  write  a  rinding  in  the  report  on 
internal  control  concerning  the  material  weakness  that  permitted  the  overbilling  to  occur. 
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11.  What  procedures  should  an  independent  auditor  and  provider  follow  when  state  or 
federal  nonreimbursable  costs  are  incurred  in  a  program  that  is  subject  to  DPS 
reimbursement  provisions  and  the  provider  does  not  have  an  adequate  level  of 
unrestricted  or  donor  restricted  revenues  that  was  earned  in  prior  reporting 
periods,  borrowed  funds  or  revenues  not  derived  from  public  funds  to  defray  the 
nonreimbursable  costs? 

The  independent  auditor  should,  as  part  of  the  tests  on  compliance  with  laws  and 
regulations  and  internal  control,  write  an  audit  finding  in  the  report  on  compliance  if 
overt)illing  is  detected  because  support  that  does  not  include  public  funds  was  not 
available  to  defray  nonreimbursable  costs,  and  a  finding  in  the  report  on  internal  control 
should  also  be  written  concerning  the  material  weakness  that  permitted  the  overbilling  to 
occur.  The  provider  should  report  on  schedule  B- 1  of  the  UFR  that  there  was  no 
support,  not  derived  from  public  funds,  available  to  defray  the  nonreimbursable  costs 
and  work  with  Commonwealth  purchasing  agencies  to  adequately  resolve  the  overbilling 
and  internal  control  findings  using  the  DPS  Audit  Resolution  Policy. 


12.  What  appeal  process  or  input  does  the  provider  have  when  the  Office  of  the  State 
Auditor  or  the  providers'  independent  auditor  writes  a  compliance  or  internal 
control  finding  that  the  provider  does  not  agree  with  ? 

All  audits  of  the  Office  of  the  State  Auditor  and  all  audits  of  the  UFR,  that  contain 
findings,  are  conducted  in  accordance  with  GAGAS.  These  standards  require  that 
sufficient,  competent,  relevant  evidence  must  be  obtained  to  afford  a  reasonable  basis 
for  the  auditors'  judgments  and  conclusions  regarding  the  provider,  program,  activity, 
or  function  under  audit.  The  provider  has  the  ability  to  provide  the  independent  auditor 
representing  the  Office  of  the  State  Auditor  with  any  available  evidence  to  modify  or 
change  the  auditor's  judgments  and  conclusions.  In  addition,  the  standards  also  require 
that  the  auditor's  report  include  the  pertinent  views  of  responsible  officials  of  the 
provider  (usually  in  the  finding)  concerning  the  auditor's  findings,  conclusions,  and 
recommendations,  and  what  corrective  action  is  planned. 

Further,  the  standards  also  require  that  audit  reports  are  to  be  submitted  by  the  audit 
organization  to  the  appropriate  officials  of  the  provider  and  to  the  appropriate  office  of 
the  organization  requiring  or  arranging  for  the  audit  (at  times  DPS  and  state  purchasing 
agencies).  Copies  of  the  reports  must  also  be  sent  to  other  officials  who  have  legal 
oversight  authority  or  who  may  be  responsible  for  taking  action.  For  purchase  of 
service  related  issues,  state  purchasing  agencies  have  primary  responsibility  for  taking 
action  and  DPS  has  oversight  responsibility.  The  DPS  Audit  Resolution  Policy  has  been 
established  pursuant  to  this  oversight  responsibility  and  the  need  for  DPS  to  adhere  to 
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the  standards  of  GAGAS.  All  audits  by  independent  auditors  from  the  Office  of  the 
State  Auditor,  federal  government  and  public  accounting  firms  auditing  the  UFR  of 
provider  organizations  that  receive  state  or  federal  funding  from  the  Commonwealth 
must  be  resolved  using  the  DPS  Audit  Resolution  Policy.  This  policy  requires  the 
provider's  principal  purchasing  agency  (PPA)  of  the  Commonwealth  to  enter  into  a 
written  corrective  action  plan  (CAP)  to  resolve  the  deficiencies  related  to  the  purchased 
services.  The  PPA  must  review  the  audit  findings  (resulting  from  testing  and  reporting 
compliance  with  the  existing  standards  in  the  auditor's  reports)  containing  the  provider's 
views  and  any  additional  views  (the  provider  organization's  response  to  auditor's  report 
in  the  UFR)  or  evidence  furnished  by  the  provider  that  could  potentially  affect  the 
finding  prior  to  resolving  the  finding.  Any  additional  evidence  furnished  by  the 
provider  to  the  PPA  must  be  evaluated  for  sufficiency  and  relevance  to  the  findings. 
Prior  to  the  PPA  making  a  resolution  determination  concerning  the  finding,  the  PPA 
must  also  furnish  the  independent  auditor  with  the  additional  evidence  for  the  purpose  of 
determining  if  the  auditor's  judgments  and  conclusions  should  be  modified  or  changed. 


13.  What  responsibility  does  a  provider  and  its  independent  auditor  have  concerning 
surplus  funds  accrued  through  social  service  contracting  with  the  Commonwealth 
prior  to  fiscal  year  1993? 

The  Commonwealth's  Surplus  Revenue  Retention  Policy  for  unit  rate  contracting  will 
administratively  commence  by  utilizing  the  fiscal  year  1993  UFR.  Surplus  revenues 
accrued  in  programs  receiving  Commonwealth  unit  rate  funding  prior  to  fiscal  year  1993 
will  not  be  analyzed.  Providers  that  have  been  carrying  a  liability  to  the  Commonwealth 
as  a  result  of  unit  rate  contracting  may  write  off  the  liabilities.  Surplus  revenues 
through  cost  reimbursement  contracting  with  the  Commonwealth,  regardless  of  when 
they  were  accrued,  must  be  treated  as  a  liability  to  the  Commonwealth  and  are  subject  to 
recoupment.  The  independent  auditor  should  follow  the  guidance  in  question  10  above 
concerning  testing  and  reporting  on  compliance  with  laws  and  regulations  for  overbilling 
in  a  cost  reimbursement  contract  if  the  provider  has  disclosed  in  the  notes  to  the 
financial  statements  a  liability  to  the  Commonwealth  derived  from  surplus  funds  accrued 
in  cost  reimbursement  contracts. 


14.  Does  the  bureau  of  audit  utilize  the  telephone  to  notify  providers  and  independent 
auditors  about  UFR  filing  deficiencies  or  to  provide  UFR  Filing  guidance? 

Yes:  The  bureau  of  audit  attempts  to  notify  providers  and  independent  auditors  about 
deficiency  items  requiring  limited  explanation  over  the  telephone.  Staff  of  the  bureau  of 
audit  spend  a  substantial  portion  of  their  work  day  providing  guidance  on  the  telephone 
to  providers  and  independent  auditors  concerning  issues  related  to  the  filing 
requirements  of  the  UFR. 
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15.  Why  is  it  that  no  opinion  is  rendered  in  the  independent  auditor's  reports  of 
performance  audits  conducted  by  the  Office  of  State  Auditor  in  accordance  with 
the  performance  standards  of  GAGAS? 

Generally,  at  the  completion  of  a  performance  audit  the  auditor  does  not  express  an 
opinion  on  the  overall  performance  of  the  provider;  therefore,  the  performance  audit 
standards  of  GAGAS  do  not  contemplate  that  the  auditor  will  be  called  upon  to  give 
such  an  opinion.  Rather,  the  auditor  would  report  findings  and  conclusions  on  the 
extent  of  adequacy  of  performance,  and  on  specific  processes,  methods,  and  internal 
controls  (including  compliance  with  laws  and  regulations)  that  can  be  made  more 
efficient  or  effective.  If  potential  for  improvement  is  found,  the  auditor  would 
recommend  appropriate  corrective  action. 

Additional  questions  are  welcomed  by  DPS.  Questions  may  be  forwarded  to  the 
Director,  Bureau  of  Audit  at  the  following  address: 

Executive  Office  for  Administration  &  Finance 
Department  of  Procurement  &  General  Services 
Division  Of  Purchased  Services 
One  Ashburton  Place,  Room  1017 
Boston,  Massachusetts  02108 
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